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| Editorial Section 


SEVENTY-FIVE MILLIONS INVESTED IN 
NEW LIFE INSURANCE COMPANIES 


We recently compiled a list of all the life imsur- 
ance companies formed during the past eight years, ~ 
showing the amounts collected by them from their 
stockholders for capital and for surplus; the amount 
paid as dividends to stockholders; the surplus re- 
maining at the end of 1912, and the amount of m- 
surance then in force. The eight years ending with 
1912 take in the whole period of extraordinary de- 
velopment of new life insurance companies, follow- 
ing the internal dissensions in the Equitable Life As- 
surance Society in 1905. That this development is 
truly extraordinary in scope is indicated by the fol- 
lowing striking facts: 

One hundred and eighty-four companies have been 
organized, of which thirty-eight have already retired 
from business. 

The stockholders of these companies have paid 
into their treasuries nearly sixty-five million dollars, 
to which should be added at least ten million dollars 
more, which was retained by promoters from the 
proceeds of the stock sold to the public and which 
never went into the accounts of the companies, and 
therefore does not appear in our tabulation. It will 
no doubt surprise even those familiar with the extent. 
to which the promoters have been busy during the 
period reviewed by us in floating new life companies 
to know that seventy-five million dollars has been 
obtained from the public for this purpose. 

Of the companies listed by us twelve were organ- 
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ized in 1905, thirty in 1906, twenty-six in 1907, twelve 
in 1908, twenty-six in 1909, thirty-three in 1910, 
thirty in 1911, and fifteen in 1912. 

During the whole period, a little more than one 
million dollars has been paid by these companies in 
dividends to their stockholders, against which we esti- 
mate that they are out of pocket, through the loss 
of interest on the money invested, at least fifteen 
million dollars, which they would have received had 
they invested their money in some other direction 
and received a fair rate of interest upon it during 
the period that it has been tied up in these life in- 
surance companies, practically without return. 

Our tabulation shows the following interesting 
figures : 

Total amount collected for capital, $36,144,715. 

Total amount collected for surplus, $28,338,156. 

Surplus remaining December 31, 1912, $9,428,184. 

Dividends to stockholders, $1,085,853. 

Insurance in force December 31, 1912, $872,328,- 
876. 


Assuming the insurance in force to be worth to the 
companies for purposes of reinsurance an average of 
ten dollars per thousand, it is apparent that the 
stockholders of these companies, as a whole, can 
show a total liquidating surplus of about eighteen 
millions against the twenty-eight millions surplus 
paid in; and to this loss of ten millions must be 
added the ten million more retained by promoters 
and the fifteen million loss of interest, a total of, 
say, thirty-five million dollars depreciation in the 
value of their collective investment. Moreover, in 
the surplus remaining on December 31, 1912 (3$9,- 
428,184) is included several million dollars gained 
by the arbitrary marking up of assets, usually real 
estate, by a considerable number of the companies 
tabulated. 

We have for years urged the necessity for greater 
economy in the organization and operation of these 
new life insurance companies, pointing out that unless 
these reforms were instituted the stockholders would 
suffer great loss. The results fully justify this pre- 
diction. The figures+quoted above, moreover, em- 
phasize the necessity for the speedy enactment in all 
the states of legislation limiting the amount which 
life insurance companies may expend in obtaining 
business. It is apparent that so long as this is left 
to the individual judgment of the managers of these 
companies the extravagance which has resulted in 
the great losses quoted above will continue. There 
is little doubt that, more than any other one thing, 
extravagant agency expenses are responsible for the 
bad showing made by these companies. Some man- 





agers claim that it is impossible for them to get 


business except by paying an amount which they, 
themselves, admit ‘to be excessive, but we know that 
this is not true, for in several parts of the country 
there are new companies which have obtained a very 
satisfactory amount of business at reasonable cost, 
and what they have done others can do. The great 
life insurance companies of this state insisted that it 
was impossible to do business at a lower rate of 
expense than that which prevailed before the enact- 
ment of the Armstrong Laws, but it would be diffi- 
cult to find any well informed life insurance man 
who would now assert that those provisions of the 
Armstrong Laws restricting the cost of obtaining 
business have been other than beneficial to companies, 
policyholders and agents alike. It seems to us that 
the most important reform which it would be pos- 
sible to institute in the conduct of the newer life 
insurance companies is a similar limitation by statute 
of their expenditures for obtaining business. They 
are now writing at “high pressure” a great deal of 
business which lapses at a ruinous rate. It is not 
worth putting on the books; it costs more than it can 
possibly repay to the stockholders, and serves only 
as an excuse for keeping in lucrative positions a lot 
of incompetent and extravagant agency managers 
and field men who would be at a loss to know what 
to do if compelled to operate along legitimate lines. 

The pamphlet of sixteen pages the same size as 
this paper is for sale at fifty cents a copy. Every 
life insurance man should have one. 





STATE ;MUTUAL LIFE OF ROME, GA., 
REQUESTS A CORRECTION. 


Last month in an editorial we set forth the amounts 
of money obtained by or for certain Georgia 
life insurance companies from the public and com- 
pared the value of what these companies had left at 
the end of 1912 with the gross sum invested in their 
promotion. The State Mutual Life Insurance Com- 
pany writes us, claiming that the figures we printed 
relating to it are misleading, and should be corrected. 
We believe, after a careful review of its letter and 
the other facts at hand, that the total amount secured 
from the public for the ostensible purpose of build- 
ing up this company is at least as great as the figure 
mentioned in our article of last month, namely, $4,- 
550,000 ; but it also appears that, although the figures 
we printed were furnished to us in good faith by a 
person formerly connected with the State Mutual 
Life in a responsible capacity, and although we had 
every reason to assume that they were reliable, the 
sources of the money were not fully and correctly 
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stated. The company, for instance, claims that it 
did not receive $1,200,000 from the sale of “income 
certificates.” We did not say that it did receive that 
amount; but instead made it clear in our article 
that we were setting down all sums extracted from 
the public for the direct or indirect benefit of the 
life insurance company, whether those funds reached 
the life insurance company, or were dissipated be- 
fore reaching its treasury. We have never been able 
to obtain from the company an accurate statement 
of the proceeds of the sale of its “income certifi- 
cates.” It advises us that, all told, about $500,000 
of these certificates were sold for cash at par, and 
that all but $129,900 of that amount were redeemed 
by exchanging for them stock of the Co-operative 
Agency Company. It claims further that the pro- 
ceeds of the stock of the Agency Company issued 
in that way are included in our estimate of three 
million dollars obtained from the public through the 
sale of stock of that concern, and that this is, there- 
fore, a duplication; and it claims further that at the 
outside, not more than $1,500,000 was raised by the 
sale of stock of the Co-operative Agency Company, 
although it states that it has no way of knowing 
just what amount was drawn from the public by 
that means, for the reason that this stock was sub- 
scribed by the promoters of the company at a fixed 
price and sold by them at any price they could get 
the public to pay, ranging up to $45.00 per share for 
$10.00 shares, this large premium never going 
through the books of the Co-operative Agency Com- 





pany. It also states that about $300,000 was paid 
in dividends by the Agency Company. 

We at once took this matter up with the gentle- 
man who furnished us the figures used in last month’s 
article, and he admits that there is probably dupli- 
cation in the items showing the proceeds of the sale 
of “income certificates” and the sale of agency com- 
pany stock. One of the officers of the company 
called at our office recently to discuss this matter, and 
he frankly admitted that if we take into account 
the large sums secured from the public by the sale 
of stock of all the subsidiary agency companies ever 
identified with the State Mutual in any way, the 
sum total would be at least as great as we showed 
last month; and, after all, that is the essence of the 
matter. Our aim was merely to show that certain 
sums have been raised for the promotion of certain 


life insurance companies, and to contrast with the 


sum so raised the value of what those companies 


_ possessed at the end of 1912. We repret, however, 


that our informant made the technical errors referred 
to above, even though, as we have shown, the state- 


_ ment was essentially true. 


The State Mutual Life, in its letter to us, claims 
that only about two million dollars was raised net 
through the sale of “income certificates,” the Co- 
operative Agency Company ‘stock and the marking 
up of assets, which were the only sources of reve- 
nue mentioned in our article. We should have 
phrased the statement so as to include the cash se- 
cured from other similar sources. 





Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(OF THE NEW YORK BAR) 


”™ 





It is our purpose month by month to discuss the most 
important recent decisions of the courts of this country 
and Canada, which have immediate bearing on questions 
of interest to the insurance public and to life insurance 


agents. The decisions themselves will not be printed in 


full, and the technical portions will be purposely omitted 
so that the comments on the case, while covering the 
facts involved and the conclusions of the courts, will be 
readable and within the understanding of the layman. 

If at any time our subscribers should desire complete 
decision in a case we refer to, we shall be glad to obtain 
it for them. 

BENEFICIARIES—INVALID DESIGNATION. 
Real Wife of Insured Is Privileged to Contest Invalid 
Designation of “Afhanced Wife” to Protect 
Her Interests. 

The Appellate Division of the New York Supreme 
Court has recently made a decision which is of interest 
on the subject of the invalid designation of the benefi- 
ciary of a mutual benefit certificate. Under the by-laws 





of the Royal Arcanum, two classes of beneficiaries may 
be chosen—one, the member’s wife, the other, persons 
having an insurable interest. In this case the member 
had designated as the beneficiary his “affianced wife.” 
After his death it was ascertained that at the time of 
the designation the member had a living, undivorced 
wife, and the latter contested the right to the pro- 
ceeds of the certificate with the designated beneficiary. 
The court held the designation as made, invalid, and 
the result was that under the alternative provision of 
the by-laws the real wife of the member became entitled 
to the proceeds. The opinion of the court reads as fol- 
lows: 

This is an appeal from a judgment directed by the 
court at Special Term in favor of defendant, in an inter- 
pleader suit between claimants of a death benefit payable 
by the Royal Arcanum on the death of Arthur Gausman. 
When, in 1904, Arthur Gausman joined the Royal Arca- 
num, he took out a certificate naming as beneficiary his 
father, Alphonso Gausman, and not his wife, the defend- 








ant. After his father’s death, his certificate was sur- 
rendered, and in 1910 a new certificate was issued in 
which he named as beneficiary the plaintiff, Fannie Men- 
delson, whom he described as his “affianced wife.” At 
this time defendant was still his wife, and on his death 
became his widow. 

The by-laws of the Arcanum (section 324) provide for 
beneficiaries of two different general classes. Class first 
includes the family, subdivided into 13 grades, of which 
grade 1 is the “member’s wife.” Class second (evidently 
intended for those: outside the family, who may be 
deemed to have an insurable interest) is: 

“To an afhanced wife, or to any person who is de- 
pendent upon the member for maintenance (food, cloth- 
ing, lodging, or education), in either of which cases writ- 
ten evidence of afhanced relation or dependency, within 
the requirements of the laws of the order, must be fur- 
nished to the satisfaction of the Supreme Secretary be- 
fore the benefit certificate can be issued. (2) Neither the 
decision of the Supreme Secretary, nor the issuance of 
a benefit certificate, shall be conclusive as to the fact of 
the affianced relation or dependency.” 

It had formerly been much mooted whether the benefit 
lapsed if the beneficiary named proved to be ineligible. 
If the member died without having exercised his right 
of direction, or if the direction was one that he had no 
authority to make, it was held that the power of ap- 
pointment was not exercised, and therefore nothing could 
be paid, and the benefit failed. Hellenberg v. Dist. No. 1 
of I. O. of B. B., 94 N. Y. 580 (1884). See Britton vy. 
Royal Arcanum, 46 N. J. Eq. 102, 18 Atl. 675, 19 Am. St. 
Rep. 376 (1889). The present by-laws have met this situ- 
ation by section 330: 

“If at the time of the death of a member, who has des- 
ignated as beneficiary a person of class second, the de- 
pendency required by the laws of the order shall have 
ceased, or shall be found not to have existed, or if the 
designated beneficiary is his wife, and they shall be di- 
vorced upon the application of either party, or if any 
designation shall fail for illegality or otherwise, then the 
benefit shall be payable to the person or persons men- 
tioned in class first, section No. 324, if living, in the 
shares and order of precedence by grades as therein 
enumerated.” 

Reading these provisions together, it is plain that it 
was not only the intent to give a reversion to the widow, 
but to recognize the consequent right by her to question 
the legality of any attempted designation. This right 
was not impaired, but was effectuated, by the interplea- 
der. Palmer v. Welch, 132 Ill. 141, 23 N. E. 412; Alex- 
ander v. Parker, 144 Ill. 355, 33 N. E. 183, 19 L. R. A. 187 
(both Arcanum cases). 

The effect of this by-law was clearly pointed out in 
Taylor v. Hair (C. C.) 112 Fed. 913, 916, where an at- 
tempt was made by the brothers of deceased to reach a 
benefit payable to a designated fiancee who was herself 
a married woman. The court recognized that the broth- 
ers were within the second class of beneficiaries de- 
scribed by the constitution of the order. The distinction 
in the by-laws, however, was emphasized. The court 
said: 

“There is no pravision by which persons in this class 
can take when the beneficiary named is not eligible, while 
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in the cases decided in the Supreme Court of Illinois 
[Arcanum cases], as has been seen, there is express pro- 
vision by which the brothers of the deceased member are 
entitled to take when the beneficiary named is not de- 
pendent, and consequently not eligible, at the time of 
such death.” 

It seems only just, therefore, that the widow should 
have and exercise her right to show the invalidity of 
the designation, and enforce the superior rights of the 
lawful wife, to whom the benefit is to revert. See Su- 
preme Lodge Order of Mutual Protection v. Dewey, 142 
Mich. 666, 106 N. W. 140, 3 L. R. A. CN. S.) 334, 113 Am. 
St. Rep. 596, 7 Ann. Cas. 681; Spear v. Boston Police 
Relief Ass’n, 195 Mass. 351, 81 N. E. 196. 

The by-law in its present form makes the designation 
of the “affianced wife” a distinct one, and outside of those 
financially dependent upon the deceased. Can a married 
man so name a woman not his wife? Such a designa- 
tion is. clearly illegal, as opposed to public policy. Kee- 
ner v. Grand Lodge A. O. U. 'W., 38 Mo. App. 543; Alex- 
ander v. Parker, supra; Di Messiah v. Gern, 10 Misc. 
Rep. 30, 30 N. Y. Supp. 824; Kult v. Nelson, 24 Misc. Rep. 
20, 53 N. Y. Supp. 95; Miller v. Prelle, 122 Ill. App. 380. 

This conclusion is not contrary to the decisions in 
favor of beneficiaries described as wives, notwithstand- 
ing that the deceased had a lawful wife living. In such 
cases, the beneficiaries, who had lived with deceased, 
and become dependent on him within the spirit of the 
contract, had an insurable interest. Story v. Williams- 
burgh M. M. B. Ass'n, 95 N. Y. 474; Durian v. Central 
Verein of the Hermann’s Soehnne, 7 Daly, 168; Richards 
v. King, 57 Misc. Rep. 177, 107 N. Y. Supp. 720. But the 
doctrine of these cases is not to be extended. Niblack, 
Law of Voluntary Societies, p. 347. 

To avoid the question of estoppel, the by-law pro- 
vides, as quoted above, that the action of the secretary 
in granting the certificate shall not be conclusive as to 
the: fact of the affianced relation or dependency. This 
result is not repugnant to the line of decisions holding 
that the fraternal order alone can raise the point of in- 
eligibility. Such seems to be the general rule where 
the parties to the contract are only the society and the 
designated beneficiary. 

When read with the by-laws, this certificate shows no 
case of ultra vires, but instead a conditional designation 
of the wife as the legal beneficiary, and her rights could 
not be waived or impaired by the officials of the Royal 
Arcanum. 

As the plaintiff could not be lawfully regarded as the 
“afhanced wife” of the deceased, and appears to have 
known the true situation when the designation was made 
in 1910, testimony of conversations tending to show a 
promise of marriage or a betrothal with a married man, 
or of moneys loaned to deceased, was incompetent under 
the pleadings, and therefore properly rejected. 

The designation of the plaintiff, being illegal and void, 
was rightly treated by the learned justice at Special 
Term as a failure to designate, which, under the by-law, 
gives the widow a right to receive the money. 

I advise that the judgment be affirmed, with costs. All 
concur. 

Mendelson v. Gausman, 42 Insurance Law Journal, 
September. 
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Reports Upon Companies and Associations 
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AMERICAN TEMPERANCE LIFE IN- 
SURANCE ASSOCIATION, NEW 
YORK, N. Y. 

Report of Examination Reviewed. 
This association was examined by the 
New York Insurance Department as of 
December 31, 1912, the report being 
dated May 27, 1913. The statement of 
assets and liabilities differs from that 
printed in our 1913 volume. The exam- 
ination shows the total admitted assets 
to be $180,802.04 and the total liabili- 
ties, $134,332.96, which does not include, 
however, a charge for any liability 
under so-called “completed payment” 
policies, which provide for a limited 
paying period, and after the policy has 
been in force five years for options, 
giving the insured the right to (a) ex- 
tended insurance, or (b) paid insur- 
ance, or (c) the withdrawal of the “ad- 
vance insurance fund” and the interest 

accretions thereon. 

Inasmuch as this association was at 
all times doing business exclusively on 
the assessment plan and as the law 
under which it operates does not con- 
template that limited payment con- 
tracts shall be issued, it is the examin- 
er’s opinion that such contracts are 
wholly misleading and calculated to 
deceive the public. This form of con- 
tract was issued continuously from 
1897 to 1907 when it was changed ma- 
terially at the direction of the New 
York Insurance Department. An esti- 
mate of the association's liability for 
surrender values on these contracts is- 
sued prior to the change made in 1907 
was found to be $79,528.87. While this 
item has been eliminated as a charge in 
the statement of liabilities, it is with 
the understanding that the manage- 
ment will within one year provide a 
fund to be thereafter maintained and 
considered as a distinct liability to be 
set forth in future statements and re- 
ports for the protection of this class of 
contracts. The amount of insurance 
outstanding under this form of policy 
was found to be $971,750.00. 

The total income for the year 1912 is 
shown as $208,460.02, being $1,000 less 
than the amount shown in our volume. 
The total disbursements were found to 
be correct as reported by the com- 
pany. 

Readjustment of Rates. 

This association in 1912 made a re- 
adjustment of the rates of all mem- 
bers who were paying less than those 
admitted subsequent to the year,_1901. 
In that year a new table of rates was 
adopted to apply only to new members. 
This readjustment resulted in a ma- 
terial loss in membership and much 
dissatisfaction on the part of many 
members who were of the opinion that 
their old rates were practically per- 
manent. 

Business in Force, 

The company reported the insurance 
in force at the end of 1912 as $5,592,- 
900. In arriving at this figure it in- 





cluded certificates on which no assess- 
ments had been paid within three 
months. The examiner eliminated all 
certificates on which the assessments 
paid would not carry insurance over 
December 1, 1912, and included all cer- 
tificates which had been reinstated be- 
tween December 31 and on or about 
April 22, 1913, and found that there 
were outstanding 5,412 certificates rep- 
resenting $5,003,796 insurance. These 
figures show a decrease of 861 certifi- 
cates and $589,104 insurance from those 
submitted by the association. On May 
27, 1913, 5,274 certificates were in force, 
representing $4,899,240 insurance. 

Expense of Management and Mortality. 

The regular gross rates in the gen- 
eral section are about equal to those 
computed on the American 4% table 
and a loading of 15%. The examiner 
states that the rates “‘would undoubt- 
edly be ample to carry the contracts to 
maturity without further increase, with 
a fair mortality experience, were it not 
for the fact that the law allows a life 
assessment association to expend. for 
general expenses a sum not to exceed 
35 per cent. of its total premium in- 
come, and this association's general ex- 
penses have been nearly equal to the 
maximum percentage. In such circum- 
stances, it is obvious that it is only a 
question of time when the rates will 
have to be again tncreased. More- 
over, there is every indication that 
the rate of mortality is considerably 
higher than that expected on the Amer- 
ican Experience Table of Mortality, due 
to the fact that the association’s mem- 
bership is largely composed of rein- 
sured members of defunct or weak or- 
ganizations, and also to the probability 
that many members who were of sound 
health have dropped their certificates, 4 
leaving a selection of risks so adverse 
that a heavy mortality must naturally 
be expected.” 

Settlement of Claims. 

A careful examination was made of 
the settlement of claims and certain 
adjustments were found to have been 
made which the examiner believed were 
not fair to the beneficiaries’ and mem- 
bers’ interests. The president has 
agreed to reimburse those persons 
whose claim settlements were ecriti- 
cised by the examiner. 

Subscribers should read our report 
upon the association in our annual 
volume, pages 616 to 619, inclusive. 


BANKERS INTERNATIONAL LIFE 
ASSURANCE COMPANY, DENVER, 
COLORADO. 

Under New Management, 

At a special stockholders’ meeting of 
this company held on August 9, 1913, 
it was voted to decrease the capital 
stock from $226,520 to $100,000, trans- 
ferring the difference to surplus. New 
officers and directors were elected as 

follows: 

President, F. N. Briggs; vice-presi- 


dent, Ira M. DeLong; second vice-presi- 
dent, T. W. Monell; treasurer, Harry 
Ruffner, and secretary and manager, 
Edwin Starkey. The latter has had six 
years’ insurance experience, and prior 
to his connection with this company 
was deputy insurance commissioner of 
Colorado. 

Since September, 1912, the company 
has written practically no life insur- 
ance, having specialized in health and 
accident business. The company states 
that in the near future it will resume 
writing life insurance and will ingugu- 
rate a monthly premium department. 


BANKERS RESERVE LIFE 

PANY, OMAHA, NEB, 

The extracts from this company’s 

statement as of June 30, 1913 are as 
follows: 


COM- 


US RN a $4,036,548.04 
ge arn Ome e 3,149,975.00 
Roem WME 8 o<k ck cs eccee 100,000.00 


Unassigned funds (surplus) 
Premium income, 6 months. 
Total income, 6 months... 
Claims paid, 6 months 


695,421.40 
982,273.51 
676,103.98 

84,407.75 





CENTRAL LIFE ASSURANCE SOCI- 
ETY, DES MOINES, IA, 
The extracts from this company’s 
Statement as of June 30, 1913, are as 
follows: 


Total admitted assets..... $2,542,521.74 
I = ne 2,037,042.00 
gk UGS SRS anes 100,000.00 


Unassigned funds (surplus) 
New premiums, 6 months.. 


343,791.92 
142,735.70 


Renewal premiums, 6 mos. 333,170.87 
Total income, 6 months.... 528,668.29 
Paid policyholders, 6 months 116,897.71 
Total disbursements, 6 mos. 335,017.44 





CENTRAL LIFE INSURANCE COM- 
PANY, OTTAWA, ILL. 
The extracts from this company’s 
Statement as of June 30, 1913, are as 
follows: 


Total admitted assets ..... $787,123.22 
es: PO  . a Skea c &s- Berek 489,900.81 
CECRS wel Bi occ. cccc cue 200,000.00 
Unassigned funds (surplus) 75,834.18 
Insurance in force June 30, 

Re "sen anc stvebaen eae. 9,430,751.00 





CHEROKEE LIFE INSURANCE COM- 
PANY, ROME, GA, 
The extracts from this company’s 
statement as of June 30, 1913, are as 
follows: 


ee a. bs oa ees eat $379,963.09 
ee CONOR hs ks ctecdonw id 23,979.14 
Cepene WO Ws os enn Seen 100,000.00 
Unassigned funds (surplus) 225,434.05 
Premiums, 6 months....... 199,838.03 
Total income, 6 months... 262,530.29 
Claims paid, six months... 62,475.62 
Total disbursements, 6 mos. 368,684.56 


Insurance in force June 30, 





DOOR sSeegéubees theses 60's 3,407,500.00 
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COLONIAL LIFE INSURANCE CO. OF 
AMERICA, JERSEY CITY, N. J. 
This company furnished us the fol- 
lowing figures concerning its opera- 
tions during the first six months of 

1913: 
Premium income 6 months, 
Jan. 1 to June 30, 1913, in- 
clusive 
Gain in premium income over 
Same period 1912.......... 
Other income, Jan. 1 to June 
Be, SEU cccccceovesesce 
Gain in other income over 
said period 1912 .......... 
Payments to policyholders 
first 6 months of 1913..... 
Amount paid policyholders in 
excess of first 6 months of 
tt :bebhvese ceeeentheoeeee 
Total insurance in 
et, Dee. oecdccceecces 29,050,000 
Gain in insurance in force 
for first 6 months 1913.... 


iwitedsabeveléistbass $515,000 
30,000 
48,000 
10,000 


178,000 


10,000 


950,000 





CONTINENTAL -LIFE INSURANCE 
COMPANY, WILMINGTON, DEL. 
Extracts from this company’s state- 
ment as of June 30, 1913, are as follows: 


Total admitted assets ..... $592,718.38 
Oe Bababeseos besser 296,759.42 
eee eee GN cet eoesece 127,140.00 
Unassigned funds (surplus) 147,670.97 
New premiums, 6 months. 33,781.58 
Renewal premiums, 6 mos. 94,601.28 
Claims paid, 6 months..... 3,022.00 
Commissions and agency 

expenses (new business) 

i VD. Bae 06sb-0 deeses 22,121.38 
Commissions and agency 

expenses (renewal) . 8,672.61 
Insurance issued (paid 

for) 6 months .......... 1,560,853.00 
Insurance in force (paid 

for) June 30, 1913....... 10,253,190.00 





COTTON STATES LIFE INSURANCE 
COMPANY, TUPELO, MISS. 


This company has amended its char- 
ter increasing its authorized capital 
from $100,000 to $150,000. The new 
stock will be sold at $25 per share, 
par value $10 per share. The maximum 
commission paid for selling the stock 
will be $4 per share. The company 
states that it expects to place a part 
of the increase of stock without ex- 
pense. 

This company commenced business in 
January, 1913, and has written and 
paid for over $400,000 of insurance dur- 
ing the six months ending June 50, 
1913. 





FARMERS LIFE INSURANCE COM- 
PANY, DENVER, COLO. 

Licensed to Commence Business. 

This company was incorporated un- 
der the laws of Colorado November 4, 
1911, and began business July 7, 19138. 
It has $1,000,005 authorized capital 
which has all been subscribed and 
$102,000 paid in in cash, together with 
$53,334.51 surplus. The par value of 
the stock is $3 per share and the sell- 
ing price $10 per share. 

The company states that a consider- 
able portion of the stock has been sold 








by agents at a commission of 15%; that 
a large part of the stock has been sub- 
scribed by some of the directors and 
other men of wealth without any ex- 
pense to the company.- We understand 
that prior to January 1, 1913, stock 
was sold at a commission of 20%. 
Practically all of the stock subscrip- 
tions have been on time notes with part 
cash payments in some instances, and 
none in others, The entire unpaid 
balance now due on stock subscrip- 
tions, amounting to $3,067,409.78, is rep- 
resented by 6% notes, a large part of 
which the company states will be paid 
this year. The tota] cost of organiza- 
tion to date, including furniture, fix- 
tures, supplies and agents’ deferred 
commissions on the sale of stock is 
$131,596.29. 

According to the laws of Colorado 
the entire amount of authorized capi- 
tal stock of an insurance company must 
all be subscribed before it.can secure 
a license to transact business. It is 
Stated that a large block of the com- 
pany'’s stock was subscribed for by 
the directors of the company in order 
to qualify. The officers are as follows: 

President, E. M. Ammons; first vice- 
president, L. C. Fulenwider; third vice- 
president, W. M. Glenn; fourth vice- 
president, D. A. Lord; general man- 
ager, J. A. O'Shaughnessy; secretary, 
W. O. Temple; treasurer, Calvin Flem- 
ing; medical director, Dr. J. E. Kinney; 
counsel, E. M. Sabin. 

The president of the company is gov- 
ernor of Colorado. 

The general manager, J. A. O’Shaugh- 
nessy, was insurance commissioner of 
the State of Minnesota during the years 
1900 and 1901. For six years he was 
vice-president and general manager of 
the Minnesota Mutual Life Insurance 
Company of St. Paul, and for the last 
six years has had charge of the agency 
department of the Guarantee Life In- 
surance Company of Houston, Tex. 

L. C. Fulenwider, the first vice-presi- 
dent, is president of the Globe Invest- 
ment Company of Denver, Colo. 

W. M. Glenn, third vice-president, is 
a banker and lawyer of Tribune, Kan. 

D. A. Lord, fourth vice-president, is a 
stockman and capitalist of Denver, 
Colo. 

W. O. Temple, the secretary, is a law- 
yer of Denver, Colo. 

Cc. Fleming, the treasurer, is con- 
nected with Fleming Brothers, bankers 
and lumber dealers of Denver, Colo. 

An examination of the company made 
by the Colorado Insurance Department 
on July 5, 1913, shows total admitted 
assets of $155,334.51, the liabilities be- 
ing represented by capital stock of 
$102,000 and surplus of $53,334.51. 

The income and disbursements from 


November, 1911, to June, 1913, were 
shown to be as follows: 
Income. 

Capital stock...... $102,000.00 
Premium on capital 

erry 163,940.22 
Dividend on stock. 19.62 
Interest on certifi- 

cate deposit 46.73 
Interest on mort- 

gage loans ..... 893.56 





Interest on stock 
subscription notes 3,668.82 


Total imeome.............. $270,568.95 


Disbursements, 

Agents’ commission 
(sale of stock).. 
Salaries, officers & 
COD ccccctk< 


$81,703.83 


9,318.80 


ne ceges 6 6% a6 oa 3,130.22 
Advertising ...... 853.13 
Printing and _ sta- 

ee” «vob enn 3,388.63 


Postage, telegraph, 
telephone & ex- 
press 


See b gees’ 1,245.06 
Legal expenses.... 1,372.20 
Furniture and fix- 

Se? wd eee des 2,733.96 
Exchange .......- 35.55 
Insurance expense 61.00 
Incorporation fees. 286.70 
Literature and 

Pt. ‘conde wd wed 83.00 
Directors’ expenses 1,732.35 


yeneral expense: 
Traveling ex- 


nS $67.52 
Extra office 

help “rr, 
a 10.00 


Carpenter, 
Plumber and 
electrician, 
preparing of- 
fice for oc- 


cupancy ....330.10 
Installing 
‘phones ...106.95 


Miscellan’s..1,160.36 


———— «1,905.27 








Farmers Life mag- 
Dy A tae leek ele ab 230.42 
108,080.02 
SP ae eee ee $162,488.83 
THE GERMWMAPYIA LIFE INSURANCE 


COMPANY, NEW YORK, N. Y. 
Extracts from this company’s state- 
ment as of June 30, 1913, are as follows: 
$446,007.39 
2,649,838.27 


New premiums received... 
Renewal premiums rec'v’d 
Income from interest, 
dividends and rents 
eee PD 4 ns odasccet 
Death losses and matured 
endowments paid, less 
Re Pe 
Total disbursements 
Insurance written (paid 
for basis) 6 months end- 
ing June 30, 1913 ...... 
Insurance in force June 
30, 1913 (paid for basis)..142,701,047.00 


1,080,398.08 
4,316,641.16 


1,736,500.03 
$,668,545.23 


9,400,000.00 





GREAT NORTHERN LIFE INSUR- 
ANCE COMPANY, WAUSAU, WIS. 
Extracts from this company’s state- 

ment as of June 30, 1913, are as follows: 

Total admitted assets ..... $429,519.89 

Se OU ‘sdb cetecesedi 163,975.38 

ee SUN OD xo didcea vdcie 224,150.00 

Unassigned funds (surplus) 41,390.54 

Total income, 6 months.... 81,524.25 

Total disbursements, 6 mos. 43,557.77 

Insurance in force, June 30, 

AS ey Se ee on ee 4,114,325.00 


Sept 
GRE 


> 
men 
Tota 
Net 
Cap 
sur] 
Nev 
kien 
Tot 
Cla 
Tot 
hu: 
jns 


thi! 


be 
WwW! 
ha 





September 1, 1913. 





GREAT SOUTHERN LIFE INSUR- 
ANCE CO., BIRMINGHAM, ALA. 


Extracts from this company’s state- 


ment as of June 30, 1913, are as follows: 


Total aSBetS ....e eee cceees $368,563.79 
Net T@S@rvVe ..cseceesecces 154,417.58 
Capital paid im .......55.. 156,587.50 
SurpluS ..cceccecececeeeees 56,970.64 
New premiums, 6 months.. 19,152.42 


43,131.08 


73,052.13 


Renewal premiums, 6 mos.. 
Total income, 6 months... 
Claims paid, 6 months...... 7,900.00 
Total disbursements, 6 mos. 49,535.79 
Business written 6 months 1,004,000.00 
Insurance in force June 30, 

191s 4,.249,000.00 





HOME LIFE ASSOCIATION, TORONTO, 
ONTARIO, CANADA. 

Negotiations for the reinsurance of 
this company’s business by the Sun Life 
Assurance Company of Montreal, have 
been taking place for time, but 
when this issue went to press the deal 
had not been consummated. 


some 


LIFE 





INSURANCE 
IDAHO. 


state- 


IDAHO STATE 
COMPANY, BOISE, 
Extracts from this company’s 
mentas of June 30,1913, are as follows: 
$352,344.32 
81,836.99 
200,000.00 
45,325.22 
months... 16,237.20 
31,706.73 
101,649.44 
2,500.00 
70,047.14 
1,485,500.00 


Total admitted assets ..... 
Net reserve 
Capital BOIG BM cccccccccses 
Unassigned funds (surplus) 
New premiums, 6 
Renewal premiums, 6 mos. 
Total income, 6 months.... 
Death claims, 6 months.... 
Total disbursements, 6 mos. 
Business written, 6 months. 
usiness in force June 30, 

1913 


“e* *eeeeeeeeeeee* * 


3,443,141.00 





INTER-OCEAN LIFE AND CASUALTY 
COMPANY, SPRINGFIELD, ILL. 


Discontinues Life Business. 


This company commenced writing 
life insurance on March 1, 1912. Prior 
to that time it transacted only acci- 


dent and health business. Early in 
August, 1913, it reinsured its life busi- 
ness in the Franklin Life Insurance 
Company, Springfield, lll, it being de- 
cided that it would be to the best in- 


terests of the company to devote its 
operations to the accident and health 
business. 


Its name will be changed to the In- 
ter-Ocean Casualty Company, and the 
capital will be reduced from $200,000 
to $100,000. 


Its statement as of August 1, 1913, 
shows total assets of $237,171.21, paid 
in capital $200,000, and surplus $21.,- 


642.10. 





JEFFERSON STANDARD LIFE  IN- 
SURANCE CO., GREENSBORO, N. C, 
This company sent us the following 

figures concerning its operations for 

the six months ending June 30, 1913: 

Business on paid for issue. $3,102,824.00 

Net gain paid for business. 1,019,225.00 

Business in force June 30, 

Dey Gheéd.cws bbe 66 eG essee 39,058,527.00 








COMPANY, KANSAS CITY, MO, 
Extracts from this company’s state- 
mentasof June 30,1913, are as follows: 
Total admitted assets ..... $3,400,902.71 


poe Gee céneccccéeséeoe 2,751,557.00 
COMSTES WIRES BD <cccccoctess 200,000.00 


Unassigned funds (surplus) 213,478.57 
Income for 6 months....... 940,021.67 
Disbursements for 6 mos.. 666,300.68 
Insurance written, 6 mos... 9,823,411.00 
Insurance in force June 30, 

SE Gewdeetoetecweasendcn 48,507,414.3: 





LA FAYETTE LIFE INSURANCE CO.,, 
LAFAYETTE, IND. 

Extracts from this company’s state- 
mentasof June 30,1913, are as follows: 
$776,468.54 
683,452.00 

17,965.41 

185,483.62 
129,966.01 


Total admitted assets 
BeOe BOBOTTO ccvectcécscoce. 
Unassigned funds (surplus) 
Income for 6 months....... 
Disbursements for 6 mos.. 
insurance in force June 30, 

1913 


8,805,083.00 





LAMAR LIFE INSURANCE COMPANY, 
JACKSON, MISS, 

Extracts from this company’s state- 

mentascf June 30, 1913, are as follows: 


Total admitted assets $382,564.47 
en ae a wee 219,889.54 
ee ro. ck aces eeee 104,730.00 


Unassigned funds (surplus) 46,618.99 
Pusiness written, 6 months 1,389,300.00 
Insurance in force June 30, 

1913 





MICHIGAN MUTUAL LIFE INSUR- 
ANCE CO., DETROIT, MICH. 
This company sent us the following 
figures pertaining to its operations for 


the six months ending June 30, 1913: 
ee Eo onodoectdeees $1,036,146.00 
Paid for death claims...... 374,171.35 
aid for dividends to pol- 

De: ‘a <¢eeeesceedeuve 36,390.52 
Paid for surrender values.. 119,258.84 


Paid for matured insurance 271,021.63 


Total paid policyholders... 800,842.34 
New risks assumed and re- 

SGD. écddedesteeeecanee 4,683,692.29 
Amount of insurance marked 

nt windtwndbndhene cdncenee 3,329,672.83 
Net gain in amount at risk 1,354,019.46 
Total amount of insurance 

i : «» 6 os 666en 6 dtee O4 §2,542,387.72 





MIDLAND LIFE INSURANCE COM- 


PANY, KANSAS CITY, MO. 
Extracts from this company’s state- 
ment as of June 30, 1913, are as follows. 


eS Sa $329,617.10 
eS. 55 wb. bee ones 0 ke 145,414.00 
Capital paid in ....... ‘ 100,000.00 
SE =e ou dope eeeaee ee cdes 64,183.61 
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Admitted surplus to policy- New premiums, 6 months.. 44,109.30 
ED eh e.seebeee se dicens 692,647.40 | Renewal premiums, 6 mos. 54,640.15 
Net gain in earned ad- Total income, 6 months.... 105,498.94 
mitted surplus .......... 29,035.87 | Death claims, 6 months ... 7,000.00 
Increase in assets ........ 339,050.49 | Total disbursements, 6 mos. 73,355.59 

Premium income .......... 638,318.36 | Insurance in force June 30, 
ec deuws dah bo wewetex 5,352,201.00 

KANSAS cITy LIFE INSURANCE . 

MINNESOTA MUTUAL LIFE INSUR- 


ANCE COMPANY, ST, PAUL, MINN. 

This company was examined by the 
Minnesota Insurance Department as of 
December 31, 1912, the report being 
dated July 12, 1913. The statement 
as filed by the company was found to 
be correct, except as to it voluntarily 
setting aside on December 31, 1912, an 
additional liability of $10,000 for unre- 
ported death losses. The examination 
disclosed the fact that the actual un- 
paid losses did not exceed the amount 
of liability carried specifically for this 
item. This being the case the examiner 
credited the $10,000 to surplus. It was 
also found necessary to make a few 
small corrections concerning certain 
items having been incorrectly reported, 
purely through clerical errors, with the 
final result that the surplus of the 
company was increased from $235,483 
to $244,345. 

No adverse criticisms of the com- 
pany’s methods were made. The ex- 
aminer complimented the management 
of the company, and stated that the in- 
terests of the policyholders were being 
properly conserved. 





OHIO NATIONAL LIFE INSURANCE 
COMPANY, CINCINNATI, O. 
New President Elected. 


At a special meeting of the board of 
directors of this company held August 
28, 1913, Albert Bettinger was elected 
president, succeeding Robert B. Palmer. 

Mr. Bettinger is a lawyer of Cincin- 
nati, and was a director of this com- 
pany before his election to the presi- 
dency. 

We were not advised before we went 
to press the reason for Mr. Palmer's 
resignation. He was undoubtedly the 
best informed and equipped life in- 
surance man in the service of the com- 
pany, and bears an excellent reputa- 
tion. 





PROVIDENT LIFE INSURANCE COM- 
PANY, DES MOINES, IOWA. 


Licensed to Commence Business, 

This company was incorporated July 
7th and began business August 1, 1913. 
Its $200,000 authorized capital has all 
been subscribed and $100,000 paid in in 
cash. The stock, par value $50, was 
sold at $100 per share. The organiza- 
tion expenses amounted to approxi- 
mately $15,000; this is moderate and 
commendable. 

The officers of the company are as 
follows: President, B. F. Carroll; vice- 
president, J. B. Butler; secretary, E. J. 
Dawson; assistant secretary, Paul W. 
Carroll; medical director, A. C. Page. 
Its president was for six years Auditor 

(Continued on next page.) 
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Provident Life—Continued. 
of State and ex-officio Insurance Com- 
missioner of lowa. Its secretary was 
for ten years State Insurance Exam- 
iner of lowa, and was also connected 
with the Des Moines Life Insurance 
Company. The. Assistant Secretary 
was for three and one-half years in 
the home office of the Equitable Life 
Insurance Company of Des Moines. 





The directors are as follows: B. F. 
Carroll; J. B. Butler, attorney, Fort 


Dodge, Iowa; C. F. Johnston, president 
Citizens Bank, Sheffield, Iowa; Scott 
Skinner, postmaster, Creston, Iowa; 
William Buxton, Jr., banker, Indianola, 
lowa; M. Bannister, physician, Ottum- 
wa, Iowa; A. C. Parker, attorney, Des 
Moines, Iowa. 

The company will transact only non- 
participating life business on the legal 
reserve plan. 


REGISTER LIFE AND ANNUITY IN- 
SURANCE COMPANY, DAVEN- 
PORT, IOWA. 


This company has furnished a state- 
ment regarding its operations for the 
first six months of 1913, from which we 
extract the following: 


ey ND nc ce cce sec cn’ $21,614.41 
Renewal premiums ......... 116,873.61 
ee Snare Wisc teecck 165,893.78 
I, Se aro os bts aie wb 8,215.13 


Dividends to policyholders. 
Expense securing new busi- 


23,730.87 


RR a Pee ee eS ee ae 15,090.70 
Expense maintaining old 
ES ea ee 13,183.16 


The company’s mortality during the 
first six months was extremely low, the 
actual death loss for the period be- 
ing only $7,180.74. The new business 
written during the first six months 
amounted to approximately $600,000. 


SECURITY LIFE INSURANCE CO, 
OF AMERICA, RICHMOND, VA. 


Executive Headquarters Chicago, Ill. 
Capital Reduced—Comments Upon 
Transaction with Defunct Carnegie 
Trust Company. 

The capital of this company has been 
reduced from $500,000 to $220,000 by an 
amendment to its charter recommend- 
ed by the directors at a meeting held 
July 24, 1913, and approved by the 
stockholders at a special meeting held 
on August 18, 1913. This was accom- 
plished by the company purchasing at 
par $280,000 par value of the outstand- 
ing stock. This concludes an interest- 
ing and unusual transaction, the pre- 
cise nature of which seems to have es- 
caped the attention of the insurance 
journals which have reviewed it. 

During 1907 the capital of the com- 
pany, which then stood at $188,650, was 
increased $303,910, and at the same 
time $458,202.86 surplus was paid in. 
This increase was part of a scheme 
of P. J. Kieran, who was then operat- 
ing the Fidelity Funding Company, 
which has since failed. Kieren’s plan 
was to loan money to Roman Catholic 
institutions on mortgages covering 
their establishments, placing at the 
same time endowment insurance, 
which it was planned would pay off 


September 1, 1913. 








the mortgages at maturity. His finan- 
cial methods resulted in the wrecking 
of the Fidelity Funding Company, and 
as a legacy from him, the Security Life 
still holds a large amount of assets 
upon Which it has been unable to real- 
ize. 

As part of Kieran’s scheme all of the 
new stock of the Security Life issued 
to him and his associates in 1907, and 
other stock as well, was placed in a 
voting trust which was to run for the 
unusually long period of twenty-five 
years. Five voting trustees were ap- 
pointed under this agreement, the 
stock was deposited with them, and 
they issued in lieu thereof voting trust 
certificates. All of the voting trustees 
are directors of the company, and un- 
der the terms of the agreement they 
are practically self-perpetuating. 

Kieran and two associates borrowed 
from the Carnegie Trust Company in 
this city a very large sum of money 
on the security of 12,000 shares of the 
voting trust certificates, and another 
large sum from the Guardian Trust 
Company of Pittsburgh on similar se- 
curity. Presumably the money s0 
raised was loaned to Roman Catholic 
institutions in return for mortgages, 
which mortgages were turned over to 
the Security Life by tue Fidelity Fund- 
ing Company, or Kieran. At any rate, 
the life company was the beneficiary, 


directly or indirectly, of the loans 
made upon the security of the 
voting trust certificates. That fact 


must not be lost sight of in con- 
nection with our comments below, nor 
the additional fact that the $300,000 
of stock issued to Kieran in connec- 
tion with this deal was sold so as to 
bring into the company’s treasury 
$750,000. 


Kieran failed to repay the 
made by the trust companies, 
thereupon, became the owners 
24,000 shares of voting trust certifi- 
cates, all of which ultimately passed 
into the control of the Carnegie Trust 
Company, which bought enough addi- 
tional stock (not voting trust certifi- 
cates) to make it the owner of what 
represented more than a majority of 
the $500,000 capital then outstanding. 
The Carnegie Trust Company, however, 
was given no voice in the management 
of the affairs of the company, and early 
in 1909 it endeavored to enjoin the 
voting trustees from electing directors, 
and through them officers. This suit 
was decided in July, 1909, in favor of 
the life insurance company. The trust 
company appealed to the Supreme 
Court of Virginia, and the latter, on 
June 9, 1910, affirmed the validity of 
the voting trust agreement and re- 
fused to make the temporary injunc- 
tion permanent. 


loans 
which, 
of the 


The Carnegie Trust Company 
early in 1911, and was placed in the 
hands of the Banking Department of 
the State of New York for liquidation. 
Among the assets were the voting trust 
certificates and stock  reptesenting 
more than 50% of the stock of the Se- 
curity Life, and these securities, on the 
basis of the sworn statement of the 


failed 





Security Life as of December 31, 1912, 


, trust 


—, 


possessed then an intrinsic value of 
about $540,000. At the time of the re- 
cent sale of these securities, referred 
to in detail below, the Carnegie Trust 
Company had invested in them in prin- 
cipal and interest about $600,000. The 
Banking Department, however, was un- 
able to secure any Satisfactory bid for 
these securities because of the exist- 
ence of the voting trust agreement, 
which concentrated in the hands of five 
men and their self-appointed successors 
for twenty-five years absolute domina.- 
tion of the company’s affairs. Natural- 
ly, no investor was willing to buy into 
the company while such conditions ex- 
isted. 


The voting trustees, who, as stated 
above, are also directors of the com- 
pany, held the key to the situation. 
They would take no steps to abrogate 
the voting trust, the need for which, 
if there ever had been such a need, 
no longer existed, and no outside in- 
| terest would purchase these securities, 
| despite the fact that they represented 
the controlling interest in the stock of 
| the Security Life, so long as the voting 
continued in existence. Nor 
would the persons operating the com- 
pany make any reasonable offer for the 
stock; but they did finally offer, early 
in 1913, $7 per share for the securi- 











ties which, on their own sworn state- 
ment, and assuming the business on 
the books to be worth $10 per $1,000 
for purposes of reinsurance, were 
worth about $21.50 pey share. In other 
words, they offered $175,000 for what 
was worth, according to the company's 
sworn statement, about $540,000, and 
solely because the voting trust pre- 
vented the liquidators of the Carnegie 
Trust Company from obtaining any 
reasonable offer, the Banking Depart- 
ment of this State recommended to the 
courts the acceptance of this proposal. 
After due consideration the request of 
the Banking Department for permis- 
sion to sell at $7 per share was grant- 
ed on July 14, 1913, and the sale con- 
summated to take effect as of July 24, 
1913. 


It will be noted that the proposition 
approved by the stockholders contem- 
plated the purchase of this stock at 
$10 per share, which is about $75,000 
more than it cost the persons who pur- 
chased it on behalf of the company. 
In a statement issued by them they an- 
nounced that they would account to 
the stockholders when the transaction 
is completed, returning to the treasury 
of the company any profit or balance 
remaining, and an officer of the com- 
pany has stated to us that there will 
be no personal profit to anyone in this 
transaction. 

Our opinion of this proposed deal 
was set forth in a letter which we ad- 
dressed to the company on July 1, 1913, 
as follows: 


“Mr. W. O. Johnson, President, Secur- 
ity Life Insurance Company of 
America, Chicago, Il. 

“Dear Sir: 

“We have received from time to time 
numerous inquiries concerning’ the 


twenty-five-year voting trust agree- 





ment by virtue of which you and your 


oe Hi ant reeetsttlUCrrelC lClClC COU 
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> of associates now control the Security| pany of which you are president should| benefit. The company claims that if 
7: Life Insurance Company of America,| be compelled to sell those securities| the voting trust had not been in exist- 
rred despite the fact that very much more| for one-third of their value because | ence the people responsible for the 
rust than a majority of the stock is owned| you and your associates retain absolute) failure of the Carnegie Trust Company 
rin- by others; stock certificates and voting control of the company for twenty | would have had control of the assets 
The trust certificates representing a clear| years more, as you have during the | of the insurance company, and it, to», 
un- majority being now in the possession| past five years, under the voting trust | would probably have been wrecked. 
for of the Banking Department of this| agreement, seems to us so gross an in-| The deal with Kieran was made by 
ist- State, as part of the assets of the de-| justice as to require no extended com-|the present officers, but even though 
ent, funct Carnegie Trust Company. We/ment or emphasis by us. We observe) it be granted that Kieran, had be been 
five have long held the opinion—which we/that every one of the voting trustees|in direct control of the assets of the 
ors believe we have expressed to you in|is also a director of the company. So/| life insurance company, might have 
na- previous communications—that this|long ‘as the voting trust agreement; been able to so manipulate those 
‘al- voting trust agreement is a dangerous/| continues in existence, these five men,| assets as to imperil the com- 
nto and improper one, and this opinion|and such successors as they may se-|pany’s. stability, in _ spite of the 
ex- was crystallized by the application! lect, can absolutely dominate the sit-| fact that the company is under 
made before Supreme Court Justice! uation, regardless of the wishes of the| constant and close scrutiny of numer- 
ted Goff in this city last week for an order! holders of stock and voting trust cer-|ous insurance departments, there cer- 
m- permitting the trust company to sell|tificates. The contract provides for its|tainly is no reason why the trust 
on. to you its stock and voting trust certi-| termination by the trustees at -any| should be continued now. 
ate ficates, at $7 per share. Upon inquiry/|time. Why should it not be terminated In his statement to us Mr. Gale said: 
ch, | at the liquidation bureau of the Bank- | forthwith, so that your stockholder, the | “Certainty that the trustees must run 
ed, | ing Department, we learn that you did| Carnegie Trust Company, may have aj} the company for the benefit of the pol- 
in- make such an offer, and that the Bank-| fair chance to realize the value of the|icyholders and stockholders is secured 
es, 4 ing Department acquiesced in and} securities which it holds, and which| by the fact that they are responsible 
red i recommended it to the court solely be-|at the present time are of no value|to the court, a, safeguard which does 
of ; cause of the existence of the voting| whatever, except to you and your as-|not exist except under the voting 
ng q trust, which makes it impossible to | sociates? trust.” The transaction which we 
jor §& secure a reasonable bid from anyone| “We hold no brief for either the Car-| now review shows, to our mind, a 
m - not in the little group which controls! negie Trust Company .or the Banking} gross breach of faith on the part of 
he the situation through the voting trust| Department of this State. This letter| these trustees toward their principal 
‘ly agreement, of which group you are | is written. simply because we believe} stockholder. The voting trust should 
“" the head, as well as being president| that the condition under which you| be discontinued, and if this is not done 
e@- of the Security Life Insurance Com-/|and your associates absolutely dom-/| voluntarily, it will doubtless be done 
on pany. With all respect, we must state/| inate and control the Security Life is| before iong under compulsion. 
oo F that, in our opinion, this situation is|a bad condition, and that we should 
re | so unfair that it constitutes a proper | use our publications, if necessary, in|SUN LIFE ASSURANCE COMPANY OF 
er & subject for criticism by us. It seems/an effort to secure a correction of this CANADA, MONTREAL, QUEBEC, 
at i to us that, as president and a director| abuse. It is, of course, possible that CANADA. 
Ws of the Security Life, you are in a posi-| the matter has never appealed to you Negotiations have been pending for 
id tion of trust toward all the stockhold-|in just the light in which we view :t,|some time for the reinsurance of the 
~~ ers of the company, which makes it! which we feel sure would be the point! business of the Home Life Associa- 
le i highly improper for you to remain for | of view of any unbiased and disinter-|tion of Toronto by this company. The 
iw «Co one moment a voting trustee under the! ested person before whom all the de-|deal had not been closed when this 
t- old agreement if because of the exist-| tails were laid. The stubborn fact re-| paper went to press. 
re «C@S ence of that agreement any stockhold- mains, however, that you and your as- 
1. i ers’ rights are prejudiced. That the | sociates as trustees by continuing a| UNITED STATES ANNUITY AND LIFE 
“e. rights of the defunct Carnegie Trust| perfectly useless agreement are grave- INSURANCE CO., CHICAGO, ILL. 
3. Company are very gravely prejudiced/| ly injuring your principal stockholder, This company was examined by the 
Pe is evidenced by the fact that, if your| whose rights it should be your constant! Illinois Insurance Department as of 
Len proposal to the Banking, Department | effort to conserve. March 31, 1913, and George Graham, 
4, is accepted, you and those associated) “We await your advices with much/Jr.—who has since left the depart- 
with you in the enterprise will receive | interest.” ment and become connected with the 
n for approximately $175,000 securities In reply to this letter Mr. George C.| Missouri State Life Insurance Com- 
“ the intrinsic value of which—based | Gale, vice-president of the Security| pany—made his report to the Superin- 
t upon your own sworn statement of the Life, made a statement at our office! tendent of Insurance on April 30, 1913 
a condition of the Security Life—is in| setting forth the company’s position.| The report was filed and approved by 
a the neighborhood of $500,000. The)|He stated that the centract does mot; Frederick W. Potter on June 14, 1913, 
liquidators of the Carnegie Trust Com- | provide for its termination at any time,| since which date he has also ceased to 
c pany could undoubtedly secure an offer; as stated in our letter, but “can only! be identified with the administration 
. of approximately that amount for their | be terminated by the trustees, with the|of the Insurance Department. In the 
" holdings—or, at any rate, an offer very) unanimous consent of the certificate | examination Mr. Graham was assisted 
7 greatly in excess of the one which you holders, of whom there are more than/| by Fred J. Dickson and Harris E. Vine- 
A have made—if the trustee agreement) one hundred.” We do not doubt, how-| berg, the latter a consulting actuary of 
; was out of the way. ever, that if the trustees recommen4- | Chicago. 
’ “Whatever reason there may have;|ed the termination of the contract The examiners first reviewed the 
. been for the creation of the voting| there would be no opposition, and we| statement filed by the company as of 
trust agreement, there is certainly no|are entirely satisfied that there is no| December $31, 1912, making some 
) valid reason why it should be continued] good reason for the continuance of an/| changes in the liabilities, and reduc- 


now. The conditions which existed at| arrangement, which in the Carnegié/|ing the valuation of certain of the as- 
the time of its creation have entirely| Trust Company transaction resulted in| sets to such an extent that instead of 
) changed, and the continuance of the|a very large money loss to the com-j|a surplus of $37,202 over its capital of 
voting trust is clearly a menace to the} pany’s principal stockholder. Nor can’ $300,000 and all other liabilities, which 
rights of the stockholders, who by it| we see that it is any more to the] were the figures reported by the com- 
are deprived of one of their most valu-|credit of the officers of the company| pany, an impairment of capital amount- 
able privileges, viz., the right to vote|and the voting trustees to take advan-|ing to $33,093.47 was shown. This 
their stock for directors to carry on|tage of the company’s principal stock-| difference is mainly due to the disal- 
the business made possible by the in-| holder in this way for the benefit of|lowance to the amount of $66,000 of 
vestment of their capital. That the|the remaining stockholders than it| part of a loan made by the company, 
owners of the securities representing | would be for them to have put through|the Insurance Department refusing to 
a majority of the stock of the eom-/|this same transaction for their own (Continued on next page.) 
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United States A. & L. —Continued. 
accept the company’s valuation of the 
security for the loan. Carrying the 
accounts of the company down to 
March 31, 1913, the examiners reported 
the following financia! condition: 





See «4. cbbb won bud $1,051,112.06 
Assets not admitted ....... 93,248.22 

Admitted Assets $957,863.84 
ee ay ere ee $581,954.00 
es OE, < «ace bindwes oot 300,000.00 


38,077.75 
261,922.24 


Impairment of capital...... 
Surplus to policyholders.... 

In both statements—December 31, 
1912, and March 31, 1913—there is in- 
cluded among the assets a collateral 
loan of $300,000. Concerning this loan 
the report makes the following state- 
ments: 

Collateral Loan $300,000, 

“This is a note executed Decembe' 
31, 1912, by H. B. Keck, payable on de- 
mand and with interest at 6 per ceni. 
per annum, secured by assignment of 
$198,500 (par value) tock of’ The 
Thornwell Realty Company, and a con- 
tract whereby Keck becomes owner of 
the Duncan Plantation in Issaquena 
County, Mississippi. The note recites 
that it is intended as temporary eyi- 
dence only of the obligation and will 
be replaced by trust deed and bonds 
for the principal sum as soon as these 
can be prepared and recorded in maa- 
ner and form necessary to create a first 
lien. The substitution has since been 
made. 

“The Thornwell Realty Company 
stock was the property of the insur- 
ance company and was transferred to 


Keck for its par value. This stock 
was acquired by the insurance com- 
pany in July, 1910, and in the course 


of the investigation conducted by this 
department at the close of 1910, the 
property owned by the Realty Com- 
pany, known as the Navarre Building, 
St. Louis, was appraised and the stock 
admitted at a market value of $175,000. 
This value was arrived at after the 
most careful survey of all the evidence 
submitted by the company, and was 
based largely upon certain figures, fur- 
nished and certified to by responsible 
real estate men in St. Louis, as to the 
rental value and expenses of manage- 
ment of the building. 

“We have had submitted to us finan- 

cial statements for the years 1911 and 
1912 furnished by the agent who han- 
dles the property, and these show tht 
the rental value has been under tho 
estimate and the expenses of manag - 
ment very much in excess of the esti- 
mate in each of these years. 
“The statement for the vear 1911 
shows Rental Receipts of $35,383.92, 
and disbursements of $34,583.18, in- 
cluding $521.23 for Improvements and 
Interest at 5 per cent. on the Mortgage 
of $175,000, leaving a net revenue for 
the year of $799.84. 

“For the year 1912 the Receipts, in- 
cluding Rents Due and Uncollected at 
the end of the year, amounted to $37,- 
659.46, and the Disbursements to $37,- 
254.30, producing a net revenue of 
$405.16. Allowing for the accumula- 
tion of a sinking fund in redemption 
of the mortgage, the net revenue aver- 








aged approximately $500 for each of .well Realty Company Stock, $198,500, 


the past two years. The lease has still 
95 years to run, and were the property 
to be appraised on the basis of its rev- 
enue-producing ability alone, the value 
would be merely nominal. 

“The company's officers state that 
a proposition has been submitted to 


them for the transfer of a mortgape 
bond issue of $250,000, secured by a 


leasehold interest in the Southern Hotel 
property, St. Louis, Missouri, in ex- 
change for $50,000 in cash and the 
stock of the Thornwell Realty Com- 
pany. Assuming the bond issue to be 
worth par, this would indicate a mar- 
ket value for the stock of the Realts 
Company of 100; this examination has 
been continued for some considerable 
time to permit the transaction to b» 
consummated. We are informed that 
at the date of this writing the negotia- 
tions have not yet been completed. The 
conditions affecting this property are 
and have been such during the past 
three years that it becomes necessary 
to make a change in the value at 
which the stock representing the com- 
pany’s equity has heretofore been ad- 
mitted. 

“As explained above, the value based 
on the net receipts of the past two 
years would be practically negligible, 
but there is apparently a prospective 
value in the lease if the right pur- 
chaser can be found. All things con- 
sidered, it has been decided to piace 
a value of $100,000 on the stock as ecwi- 
lateral for the Keck loan. Assuming 
that Keck reassigns the stock to the 
company, and if it cannot be sold or 
exchanged, it is more than probable 
that further reductions in its admitte i 
value will have to be made. 

“The value of the Mississippi land has 
been investigated by the Department 
and it has been allowed at $300,000, 
thus affording security for a bond issue 
of one-half of this amount, namely, 
$150,000. The actual face value of the 
bonds issued and now held by the com- 
pany is $300,000. They have been de- 
posited with the Department and ac- 
cepted by it at a value of $150,000. 

“Only a first payment of $10,000 had 
been made at December 31, 1912, by 
Keck under the contract whereby he 
acquires this land, leaving a balance 
of $140,000 still due. Other charges 
against the land have also to be 
posed of, consisting of options held by 
other parties. We are informed that 
these charges amount to some $20,000, 
and that they have since been canceled 
There was therefore a value in the 
property on December 31, 1912, of $160,- 
000. Adding to this the value of $100,- 
000, based on the Thornwell Realty 
Company stock, gives a total of $260,- 
000, and assuming this to be good se- 
curity for the collateral loan of 90 per 
cent. thereof, the Keck note can be ad- 
mitted for $234,000, thereby necessitat- 
ing a deduction under Assets Not Ad- 
mitted of $66,000, being in excess of 
the face of the note, $300,000 over the 
admitted value. 

“The balance of the $300,000 ad- 
vanced by the company to Keck, rep- 
resenting the difference between this 
amount and the par value of the Thorn- 


dis- 








viz.: $101,500 was credited to the Keck 
and Hess Account, thereby changing a 
debit of $41,378.29 to a credit of $60,- 
121.71.” 

The Thornwell Realty Company 
stock was first acquired by the United 
States Operating Company—a subsid!- 
ary concern which, under contract, 
carries on the agency work of the in- 
surance company—in exchange § for 
stock of the Operating Company, and 
later the Operating Company turned 
it over to the insurance company, in 
connection with its settlements under 


the agency contract. It will be noted 
that it has now been resold by the in- 
surance company to the Operating 


Company. Hugh B. Keck, who, with 
B. W. Hess, conducts the United States 
Operating Company, took title to the 
Duncan plantation in Mississippi in his 
own name, on behalf of the Operating 
Company; issued $300,000 in bonds se- 
cured by mortgage on the property, 
and turned over these bonds to the 
life insurance company, which paid for 
the bonds with the Thornwell Realty 
Company's stock, at a valuation of 
$198,500, and a credit of $101,500 to the 
Keck & Hess account. Before this 
credit was entered on the books, Keck 


& Hess, as general agents, were in- 
debted to the life insurance company 


in the sum of $41,378.29, but the credit 
which they received, in addition to the 
Thornwell Realty Company stock, 
changed this debt into a credit balance 
of $60,121.71, which amount has since 
been paid to them in cash by the life 
insurance company. Mr. Keck informs 
us that he and his associates paid $200,- 
000 for the Duncan plantation, and by 


‘the transaction above referred to they 


retain title to this property (subject 
to the $300,000 of mortgage bonds) and 
have secured $300,000 from the insur- 
ance company, thus yielding Keck & 
Hess and the United States Operating 
Company a profit or $100,000 on the 
transaction. 

From all these facts it is apparent 
that the value of the Mississippi prop- 
erty is of the utmost importance. As 
stated above, the Illinois Department 
sent two representatives to appraise the 


property, and they fixed its value at 
only $9 per acre—a total of about 
$108,000. Mr. Keck and his associates 


claim that the property is worth $600,- 
000, or $50 an acre, and have secured 
affidavits from several dozen persons 
familiar with land values in that sec- 
tion in support of this contention. Sev- 
eral of these affidavits flatly deny 
statements attributed to the makers of 


the affadavits by the two representa- 
tives of the Illinois Department in 
their report to the Insurance Superin- 


tendent, and the superintendent of the 
plantation states in an affadavit that 
the two men were on the property, all 
told, only a few hours, so that it was 
impossible for them to make any reli- 
able appraisal of it. The affidavits 
above referred to are made by real es- 
tate dealers, .bank officers, planters and 
others having no direct interest in the 
property, and seem to establish beyond 
question that the appraisal made by 
the Illinois Department’s representa- 
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tives is far below the true value of tle 
property. We shall make some further 
investigations of our own, and inform 
our subscribers of the result. 

The general agency contract and the 
relations between the life insurance 
company, the Operating Company and 
Keck & Hess are discussed at consid- 
erable length in this report. 

The terms of the agency contract 
are referred to in our report upon this 
company on page 453 of our 1913 vol- 
ume. We stated therein that “the con- 
tract appears to be advantageous to 
the company,” and still believe that if 
the management of the Operating Com- 
pany and the insurance company are 
entirely distinct, this would be true. 
The persons operating the agency com- 
pany appear, however, to be dominant 
in the management of the life company 
as well, and this we consider to be 
dangenous. Regarding this contract 
the examiner says: 

“There is nothing inherently objec- 
tionable about such a contract; indeed, 
it should prove of very great value to 
the stockholders and _  policyholdefs 
during the earlier years of a company’s 
existence, and if the cOmpany makes 
good progress it should ultimately be 
profitable to the Operating Company. 

“As a general rule, the most serious 
handicaps to the successful building 
up of a new life insurance company 
are the heavy initial cost of securing 
new business and the expense of caring 
for the renewals during the years 
when premium loadings are insufficient 
for this purpose, and if a contract 
similar to that referred to above can 
be made with capable, experienced and 
financially responsible parties, the suc- 
cess of the enterprise should be as- 
sured, 

“Unfortunately an examination of 
the accounts of this company forces one 
to the conclusion that the contracting 
parties have not been in a position to 
finance the agents and meet the heavy 
management expenses from their own 
resources, and have apparently been 
permitted to draw on the revenue of 
the insurance company whenever neces- 
sary, and without let or hindrance 
from the officials of the company, 
whose duty it should be to protect and 
conserve the funds .or the benefit of 
its policyholders. An examination of 
the Accounts of the United States Op- 
erating Company and Keck and Hess 
as these appear on the Insurance Com- 
pany'’s Ledger will furnish ample con- 
firmation of this statement. 

“Up to about March 31 ail premium 
collections had been reported through 
the United States Operating Company 
and the Keck and Hess Agency, the 
cash receipts being deposited daily by 
them in their own bank accounts and 
a report made to the insurance com- 
pany at the end of each month. No 
serious criticism would be offered were 
a cash accounting made monthly, but 
this has not been. done, only such 
amount of cash being transferred by 
the Agency Department to the company 
as was available after meeting their 
own expenses. The result has been 
that the amount owing by Keck and 
Hess has been a steadily increasing 


quantity throughout each year and in 
the final settlement made at the close 
of each year the Insurance Company 
has been compelled to accept many un- 
satisfactory securities not at all suit- 
able as investments for the funds be- 


longing to the policyholders. For ex- 
ample: The Winan’s Parker Fruit 
Company and the Thornwell Realty 


Company steeks have been forced upon 
the company owing to these conditions. 
The Bloomington lots and the land in 
Kit Carson County, Colorado, are other 
samples of the extent to which this 
evil has grown. 
“Remedial measures 
commended by the Department by 
which the Insurance Company would 
hereafter receive and place to the de- 
posit of its own account all premiums 


have been re- 


as they are remitted by the policy- 
holders. At the end of each month, 
or more often if desired, an account- 


ing should be made with Keck and 
Hess and the Operating Company and 
the excess of the credits to which they 
are entitled on account of premium 
oadings over the various charges ac- 
cumulated against them during the 
month should be paid to them in cash, 
if the charges exceed the credits then 
they should turn over in cash to the 
Insurance Company the amount they 
owe it, and do this within ten days 
after the end of the month. The re- 
sponsibility for seeing that this is done 
rests with the officers of the company, 
and they should be held strictly to 
this arrangement. 

“This recommendation was made by 
the Department early in April, but the 
most important of the suggestions, 
namely, that a cash accounting be 
made at the end of each month between 
the agencies and the company has not, 
so far as we are advised, been put into 
effect.” 

In our opinion the officers and direc- 
tors of this company should be severely 
censured for allowing Keck and Hess 
to burden the company with the in- 
vestments referred to above, and if 
such methods are to continue, we 
would recommend that the agency con- 
tract be terminated. From the genera] 
remarks of this examiner we quote the 
following statements: 

“It is important to note that during 
the early part of the present year 
while the credit balance of $60,121.71 
to Keck and Hess was being paid off 
by the company, the department had 
been compelled to notify its officers 
that the amount deposited in the Reg- 
istered Policy Fund was insufficient to 
take care of the reserves. This situa- 
tion continued for over a month, from 
February 19, 1913, and was then only 
relieved by extensive borrowing from 
interests friendly to the company. A 
similar situation was averted in Janu- 
ary by borrowing $25,000 from the Con- 
tinental and Commercial National 
Bank. 

“It is hard to conceive the grounds 
on which the officers justified this pro- 
cedure, which is equivalent to a diver- 
sion of trust funds for purposes other 
than those for which the payments 
were made by the policyholders. The 





major portion of the interest earnings 


on the reserve funds and all of the 
contributions to reserve in the renewal 
premiums should be invested in sound 
securities as speedily as possible, and 
these securities forwarded to Spring- 
field for deposit purposes. By no other 
means can the company’s officials fulfill 
their agreement with the policyholders 
and comply with the requirements of 
the law. What actually happened was 
that these funds were used to finance 
the Operating Company, which, had 
the Insurance Company’s officers not 
been derelict in their duties, would 
have been held strictly to the terms 
of their agreement. The contract can 
be defended as an equitable arrange- 
ment only on the assumption that the 
agency people have sufficient strength 
financially to carry out their under- 
takings. 

“There has in the past been too close 
a relationship between the Insurance 
Company and those interested in the 
Operating Company. Undesirable and 
even worthless securities have been 
foisted on the former to make it ap- 
pear that the Agency was fulfilling its 
part of the contract. The responsibil- 
ity for this state of affairs lies wholly 
with the officers and directors of the 
United States Annuity. Had they been 
single minded in the performance of 
their duties to its policy holdings and 
stockholders it would have been com- 
paratively easy by insisting on fre- 
quent settlements of accounts in cash 
to have prevented the present state of 
affairs. It might have resulted, how- 
ever, in forcing the Agency Company to 
an admission of inability to carry out 
its contract; this would have neces- 
sitated its termination, something 
which the Insurance Company’s officers 
were apparently as anxious to avoid 
as the representatives of the Operating 
Company, but which we are convinced 
would have been much better for the 
Insurance Company than a continuance 
of the conditions here criticized, al- 
though its yrowth might have been 
somewhat retarded. As matters stand, 
the policy holders and stockholders of 
the United States Annuity have since 
1911 had to assume practically all the 
expenses from which the Operating 
Agreement was intended to relieve 
them, but should the company ever 
reach a point where the volume of bus- 
iness is sufficient to provide some sur- 
plus from loadings over expenses, the 
Operating Company will be the one to 
reap the benefit.” 
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BO. cc ccccces 45 
Colonial Life, Jersey City, N. J... ..ccseces ns c00boded 46 
Commercial Life Ins. & Casualty Co., Sa- 

Dt: (i. neces 0s hau.ce bushes onene een’ DT. dcnodeseos 31 
Connecticut General Life, Hartford, Conn.Aug.......... 31 
Continental Life, Wilmington, Del........ ee 16 
Cotton States Life, Tupelo, Miss.........Sept.......... 46 
Detroit Life, Detroit, Mich..............++4 AUG. .cccccess 31 
Farmers Life, Denver, Colo.............46.5. BOpt.ccccotese 46 
Germania Life, New York, N. Y.......... DOME. « cescccecs 46 
Gibraltar Life, Paris, Tex............e+- Di can cotose 32 
Great Northern Life, Toledo, O.......... ee 4 
Great Northern, Wausau, Wis............ Ti tébeseow se 46 
Great Southern, Birmingham, Ala........ 0 es 47 
Great Southern Life, Houston, Tex...... 4 eee 2 
Home Life, Oklahoma City, Okla....... ». July....... 2- 22 
Beene Life. TOremtd, OMmt. .ccccccccccc ccs ee Phewcccccece 47 
Idaho State, Boise, Idaho.............e6. Ph érenecone 47 
Independent Life, Nashville, Tenn........ June......... 4 
Inter-Ocean Life & Cas., Springfield, Ill..Sept.......... 47 
Inter-Southern Life, Louisville, Ky....... JUME.. 2.0000. 4 
Jefferson Standard Life, Greensboro, N . C.Sept oe 0 ok 6d ORE 47 
Kansas City Life, Kansas City, Mo...... Re... 66evecs 47 
La Fayette Life, La Fayette, Ind........ Gs’ 6 casodes 47 
Lamar Life, Jackson, MissS............... Pe 47 
Lincoln National Life, Fort Wayne, Ind...July......... 23 

RI 606 066K eee 33 
Michigan Mutual, Detroit, Mich.......... est ovsstecs 47 
Midland Life, Kansas City, Mo........... me i» bs adnan 47 
Minnesota Mutual Life, St. Paul, Minn, S@pe........ yo ¥) 
Modern Woodmen of America, Reck 1a 
Dt M6 Cob SS Abe 6 06 606 0 60 OOS bBbeb Os pidte He OMQ.c cc ccese 
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Mortgage Loans 


$3,000,000.00 


in Current Loans 
_... made by us, for 


American : British Investors 


We are among the 
oldest and best known 
financial institutions in 
Texas. 

Write for authentic 
information about Safe 
Farm Mortgages. 


Brown Bros. 


Austin Texas 
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